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remains too high and a fresh balance arises, and if paid again by debt, a further balance must accrue, and this process must continue until the scales of prices in the two countries bear such relation to one another that commodities can be exchanged for commodities as if under a system of barter. The transfer of debt from one country to another.does not produce, and cannot produce, any such equilibrium. It generally aggravates the evil, for the country that exports debt in payment of a balance has in future years not merely to export commodities in exchange for the commodities which it imports, but it has to export still more commodities in payment of interest on the debts it has incurred, and until the scales of prices in the two countries are properly adjusted it cannot do so.
It will thus be seen that the same law applies to money in the international trade, if the two countries have the same standard of value, which applies to commodities. Commodities tend to flow to the country where their price is high or, in other words, their value greatest. Gold tends to flow to countries where prices are lowest, or in other words where the value of gold is highest.
Money, and the system of credit based on money, constitute the mechanism by which the exchanges of commodities are effected in modern times.
The   necessary  adjustments   of   prices   can,